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A preliminary report on 1995 macroeconomic indicators by the UN's Economic Commission for
Latin America and the Caribbean (ECLAC) shows that the Panamanian economy grew by 3% of
GDP in 1995, up from 1.8% in 1994. Since 1991, Panama has experienced a total of 25.7% growth,
surpassed in Latin America only by El Salvador. Despite these and other positive indicators, Panama
suffers from one of the highest urban unemployment rates in Latin America. Growth in the per
capital share of GDP was only 1% in 1995 and 0% in 1994. Since 1991, the cumulative per capital
growth of 14.6% has not keep up with the 25.7% total growth in GDP during the same period. The
fiscal deficit remained relatively low, rising slightly from 0.8% of GDP in 1994 to 1% in 1995. Still, in
terms of the deficit's rate of growth, the 1995 results confirm an upward trend since the 0.4% deficit
registered in 1993.
Helping to keep the deficit under control last year was a 7.8% increase in revenue from taxation,
according to a report by the Treasury Ministry. A new tax law set a uniform income tax of 30%,
eliminated business write-offs, and beefed up collection. These measures helped Panama maintain
one of the lowest fiscal deficits in Latin America. Exports in 1995 were US$6.150 billion, a 2.6%
improvement over the 1994 figure of US$5.992 billion. Imports, however rose even faster, up by 6.6%
to US$7.275 billion, compared to 1994 imports of US$6.827 billion. The resulting trade balance in
goods was a negative US$1.125 billion, but a surplus of US$1.060 billion from services left a relatively
small overall trade imbalance of US$65 million. The balance on the current account was a negative
US$140 million covered by US$180 million in capital transfers leaving a global balance of US$40
million.
Panama's foreign debt rose 5.1% last year to US$3.850 billion compared to the 1994 total of US
$3.663 billion. Consumer prices rose by only 0.8% during 1995 compared with 1.4% in 1994. This
was the lowest inflation in the region and second lowest behind Barbados in the Latin American
and Caribbean region included in the ECLAC study. Inflation has remained below 1% since 1987.
Despite low inflation and a deficit and trade balance that have not climbed alarmingly, the currency
lost 20% of its value against the US dollar, falling from 830 pesos per US$1 in 1994 to 1,000 pesos per
US$1 by the end of last year. Part of the decline, say economists, may have been the result of a lower
supply of dollars flowing from the drug traffic. Where the economy showed the poorest results was
in such social indicators as urban unemployment, which reached 14.3%, in 1995, nearly double the
7.4% average for the 17 countries in the study.
The 1995 figure was up slightly from the 13.7% rate the year before. This was the second highest
level of urban unemployment in Latin America behind Nicaragua's 20.2%. However, according to
a survey conducted in September and October by the Fundacion Istmena de Estudios Economicos
y Sociales (FIEES), the rate of urban unemployment was actually 30%. In September, open
unemployment stood at 19.1% of the economically active population (EAP), according to the FIEES
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survey. But in December, the government reported a rate of only 13.8%. FIEES combined the
unemployed with the 25.2% it estimated were underemployed meaning that 44.3% did not have
full-time employment. The FIEES survey also placed the percentage of families living in poverty
at 19.9%, while an additional 10.6% live in extreme poverty. (Sources: Notas Sobre la Economia y
el Desarrollo, Balance Preliminar de la Economia de America Latina y el Caribe, 1995, Economic
Commission for Latin America and the Caribbean (ECLAC); Agencia Centroamericana de Noticias
Spanish News Service, 12/14/95; Agence France- Presse, 012/14/95, 1/16/96)
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